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	FACTOR 1
	
	Performance Quality


1. SEGMENT customer market.
2. UNDERSTAND customer needs.
3. INNOVATE so that you meet customer needs better than your competitors.
4. COORDINATE the marketing mix to win the competitive war.
Fluor Corporation

Fluor Daniel’s Hydrocarbon sector provides a full spectrum of services from design through construction management and startup assistance for a Shell grass roots polypropylene plant near Cologne, Germany 



Segment 1:  Your Subscribers Continuing

Users Higher Income or 35-50

1. How they became aware of the club?

Word of mouth (fpg)

2. Which health clubs did they investigate?

Competitor 1,2, etc.

3. Why did they join this one?

Serious about working out

Want low-key, comfortable atmosphere

Aerobics, machines

Convenience

4. What do they like about this club?

5. What needs improvement?  What new services would they like?  Test management ideas.

· Individual attention (expert in physical fitness)

· Massage, wax, and facial services

· Individual weight training program

· Individual nutritional program

· Hours-open at 6 am on weekdays, more hours on weekends

· Body sculpting, yoga, cardio-step cardio-sculpt

· Child care

· Etc.

Positioning

Somewhat exclusive club for women with professional and personal instruction, which provides scientific physiological approach and a warm and friendly atmosphere for women to work out comfortably.


Customer Satisfaction with Medical Care

1. Introduction

Why Is Satisfaction Important?

2. Key Research Questions

3. Exploratory Research

1. Employees

	
	

	
	

	
	


4.  Questionnaire Design

Section 

1. Behavior, change in behavior

2. Reasons for behavior

3. Background demographic variables

University of California – HMO Satisfaction Survey

SURVEY INSTRUCTIONS

1. This survey is about your satisfaction with your 200x medical plan provided by the University of California.

2. The UC employee or spouse who makes most of the medical care decisions or receives most of the medical care should fill out the survey.

3. Survey answers should be based on your experience and that of any enrolled family members

4. Complete this written survey (take 5-10 minutes) and circle your answers in the shaded margin.

5. Using a touch-tone phone, call 1-800-YYY-YYYY to record your confidential answers (takes 5-10 minutes)

6. This form is for your use only. Do not mail. All answers should be recorded using your phone by May 10, 200X.

7. If you were not enrolled in a UC health maintenance organization (HMO) in XXXX, do not fill out this survey. Please call 1-800-YYY-YYYY and leave your name and phone number if you need a different survey or if you have any questions regarding this survey.

Full accessibility to people who are deaf, hard of hearing, or speech disabled is provided through the California Relay Service who will assist you in recording your answers. Both TT (text telephone) and voice users may initiate calls through California Relay Service. The toll free access numbers are:  1-800-YYY-YYYY (TT)  1-800-ZZZ-ZZZZZ (Voice)

Thank you for completing this survey!

	MEDICAL PLAN OVERALL                                        Circle one answer for each question in the shaded margin for ease of telephone input.

	
	Q
	Answer

	1.
	Which plan did you have in 200X-1 before joining your HMO in 200X? If you were enrolled in Blue Shield during the first half of 200X, please base your response on the plan you enrolled in following your enrollment in Blue Shield

1.  UC Care PPO


6.  Health Net


10.  QualMed-CA

2.  Prudential High Option

7.  Kaiser North


11.  TakeCare

3.  Prudential CORE Plan

8.  Kaiser South


12.  Non-UC plan

4.  Health Plan of Nevada (HPN)

9.  PacifiCare


13.  No Coverage

5.  Foundation

	1.
	1  2  3  4  5  6  7  8  9  10  11  12  13

	2.
	The person who answered this survey is:

1.  U.C. employee

2.  Spouse of the UC employee


	2.
	1  2

	3.
	Looking back how many years were you continuously enrolled in the HMO plan that you were a member of in 200X (include 200X)?

1.  One year or less

3.  Three years

5.  Five years

7.  Don't Know

2.  Two years

4.  Four years

6.  Six or more years

	3.
	1  2  3  4  5  6  7

	4.
	Are you covered by another employer-sponsored medical plan besides your UC-sponsored HMO?

1.  No




3.  Yes, through another employer of the UC employee

2.  Yes, through a family member's employer 
4.  Yes other source

	4
	1  2  3  4

	5.
	If you were new to this HMO plan in 200X, was the primary care physician you used in 200X the same primary care physician you used before joining your HMO plan?

1.  Yes


2.  No

3.  Don't know or doesn't apply


	5.
	1  2  3

	6.
	How satisfied were you  with the written and oral communication materials you received on how to obtain care?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply

	6.
	1  2  3  4  5  6

	7.
	How well do you understand the services covered by the plan?

1.  Fully understand

3.  Do not understand some coverages my family uses

2.  Somewhat understand
4.  Do not understand at all

	7.
	1  2  3  4

	8.
	Did you or any of your covered family members use the HMO network in 200X

1.  Yes

2.  No

3.  Don't know

If you answered No or Don't know, stop here. We do need your responses to the first eight questions.

 Please call 1-800-YYY-YYYY to record your responses. Thank you.
	8.
	1  2  3

	9.
	Based on the experience of everyone in your family, how satisfied was your family with your HMO plan in 200X?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply
	9.
	1  2  3  4  5  6

	
	
	
	

	MEMBER SERVICES
	
	

	10.
	If you were a new enrollee in your HMO in 200X, did you receive a welcome call when you joined your HMO?

1.  Yes


2.  No



3.  Don't know or doesn't apply


	10.
	1  2  3

	11.
	If you were new to the plan in 200X, did the ID card list the correct information?

1.  Yes


2.  No



3.  Don't know or doesn't apply


	11.
	1  2  3

	12.
	Did you have a problem with your medical plan that required you to call member services/customer service for assistance?

1.  Yes


2.  No



3.  Don't know or doesn't apply

If you answered No or don't know, skip to Question 14.


	12.
	1  2  3

	13.
	How satisfied were you with member services' resolution of problems when you called?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply

	13
	1  2  3  4  5  6

	14.
	In 200X, did you submit a claim to your medical plan for payment of medical care?

1.  Yes


2.  No



3.  Don't know

If you answered No or Don't know, skip to Question 17.


	14.
	1  2  3

	15.
	How satisfied were you with the plan's timeliness and accuracy in paying your claims?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply

	15
	1  2  3  4  5  6

	16.
	Why did you have a bill that required a claim submission?

1.  You received a bill for services received in a non-HMO facility for emergency services inside the HMO service area

2.  You received a bill for services received in a non-HMO facility for emergency services outside the HMO service area

3.  You received a bill in error for services that were covered by the HMO plan

4.  Other reason
	16
	1  2  3  4

	
	
	
	

	PHYSICIAN CARE
	
	

	17.
	How satisfied were you with the choice of primary care physicians offered through your HMO?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply

	17
	1  2  3  4  5  6

	18.
	Is your primary care physician you received care from a UC Medical Center Physician?

1.  Yes


2.  No


3.  Don't know or doesn't apply


	18
	1  2  3

	19.
	During 200X, how many times did you and any of your covered family members visit a primary care physician?

1.  No visits
3.  3-4 visits

5.  7-10 visits

7. Don't know how many visits

2.  1-2 visits
4.  5-6 visits

5.  More than 10 visits

If you answered No visits, skip to Question 36.


	19.
	1  2  3  4  5  6  7

	20.
	Overall, how satisfied were you with the primary care physician who provided most of your care in 200X.

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply

	20
	1  2  3  4  5  6

	21.
	If you tried to make an appointment for a check-up, were you able to get one within 30 days?

1.  Yes


2.  No


3.  Don't know or doesn't apply


	21
	1  2   3

	22.
	Were you able to make an appointment for a non-urgent office visit for minor medical problems within seven days?

1.  Yes


2.  No


3.  Don't know or doesn't apply


	22
	1  2  3

	23.
	Were you able to make an appointment for an urgent office visit for a medical problem that needed immediate treatment within 24 hours?

1.  Yes


2.  No


3.  Don't know or doesn't apply


	23
	1  2  3

	
	How Satisfied Were You With….
	
	

	24.
	The location of the primary care physician's office?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	24
	1  2  3  4  5  6

	25.
	The hours when appointments were available?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	25
	1  2  3  4  5  6

	26
	The length of time you had to wait between making an appointment for a follow-up or minor medical problem and when you saw the doctor?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	26
	1  2  3  4  5  6

	27
	The length of time you had to wait between making an appointment for an urgent problem and when you saw the doctor?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	27
	1  2  3  4  5  6

	28.
	The length of time spent waiting at the doctor's office?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	28
	1  2  3  4  5  6

	29.
	The length of time your primary care physician spent with you?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	29
	1  2  3  4  5  6

	30.
	The skills of the physician who provided most of your care in finding and treating your medical problems?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	30
	1  2  3  4  5  6

	31.
	The physician's and staff's explanations of medical procedures and tests?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	31
	1  2  3  4  5  6

	32.
	The courtesy of the office staff?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	32
	1  2  3  4  5  6

	33.
	The office staff's familiarity and knowledge of your plan and benefit levels?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	33
	1  2  3  4  5  6

	34.
	The ease of getting a referral to a specialist?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply

To answer Question 35, determine the specialist used most frequently by your family.


	34.
	1  2  3  4  5  6

	35.
	Overall, how satisfied were you with the specialist who provided most of your specialty care in 200X?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	35
	1  2  3  4  5  6

	NON-NETWORK CARE
	
	

	36.
	In 200X, did you obtain medical care outside of your HMO that was not the result of a referral from your HMO doctor?

1.  Yes


2.  No


3.  Don't know
	36
	1  2  3

	
	If you answered No or Don't know, skip to Question 38.


	
	

	37.
	Why did you use a non-HMO provider?

1.  You were not satisfied with the choice of HMO providers

2.  You were not satisfied with quality of care provided by the HMO

3.  You had an existing physician relationship

4.  You were referred to a non-HMO specialist

5.  You had a medical emergency and needed immediate care

6.  Other reasons
	37
	1  2  3  4  5  6

	
	
	
	

	HOSPITALS
	
	

	
	The following questions relate to the most recent hospitalization for you or a covered family member that occurred in 200X.


	
	

	38.
	Were you hospitalized overnight in 200X?

1.  No, did not have a hospital stay in 200X

3.  Yes an HMO hospital

2.  Yes, a non-HMO hospital


4.  Yes, but don't now what type of hospital

If you answered No hospital stay or Don't know, skip to Question 43.

How Satisfied Were You With ...
	38.
	1  2  3  4

	39.
	The choice of hospital in your HMO?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	39
	1  2  3  4  5  6

	40.
	The care you received in the hospital?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	40
	1  2  3  4  5  6

	41.
	Did you feel that the length of time you stayed in the hospital was too long, too short, or just right?

1.  Too long

2.  Too short


3.  Just right


	41
	1  2  3

	42.
	What was the reason for the most resent hospitalization (on which you based your answers for the above questions)?

1.  Related to the birth of a child

3.  Involved planned surgery, not pregnancy-related

2.  Emergency hospitalization

4.  Other
	42
	1  2  3  4

	
	
	
	

	MEDICAL PLAN ENROLLMENT FOR 200X
	
	

	43.
	Which medical plan did you select for 200X + 1

0.  Prudential High Option

4.  Health Net

7.  PacifiCare

1.  Prudential CORE Plan

5,  Kaiser North

8.  FHP TakeCare

2.  UC Care


6.  Kaiser South

9.  No coverage or non-UC plan

3.  Foundation

	43
	0  1  2  3  4  5  6  7  8  9

	PRESCRIPTION DRUGS
	
	

	
	Please answer the following questions for network pharmacies only.
	
	

	44.
	Did you have a prescription filled using your medical plan coverage at an HMO pharmacy?

1.  Yes


2.  No


3.  Don't know

If you answered No or Don't know, skip to Question 46.


	44.
	1  2  3

	45.
	How satisfied were you with the ease of getting your prescriptions filled at an HMO pharmacy?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply


	45
	1  2  3  4  5  6

	46.
	Did your HMO offer a prescription mail order program in 200X?

1.  Yes


2.  No


3.  Don't know

If you answered No or Don't know, you have completed this survey. Please call 1--800-AAA-AAAA


	46.
	1  2  3

	47.
	If your plan had a prescription mail order program in 200X, how satisfied were you with it?

1.  Very satisfied

3.  Neither satisfied nor dissatisfied

5.  Very dissatisfied

2.  Satisfied

4.  Dissatisfied



6.  Don't know or doesn't apply
	47
	1  2  3  4  5  6


Thank you for taking the time to complete this confidential questionnaire.

You are now ready to call 1-800-BBB-BBBB to record your responses.  Thank you.

5. Sampling

	Probabilistic


	Non Probabilistic



	Descriptive


	Exploratory



	Simple Random


	Convenience



	Stratified


	Quota



	Cluster


	Judgment




6. Data Collection

	Telephone
	Mail
	Personal


7. Data Analysis

	Year
	1
	2
	3

	
	P1 P2…PN
	P1 P2…PN
	P1 P2…PN


All

Medical Plan Overall

Member Services

Physician Care

Non-Network Care

Hospitals

Prescription Drugs

Enrollment for Next Year
Repeat for Segments

7. Data Analysis - continued
· Factor Analysis Like Honda Motor Car Company

Rutledge and Nascimento find 3 factors:

· Quality of Care


(56%)

· Provider Attitude


(  9%)

· Accessibility of Care

(  6%)
· Regression

Overall Satisfaction = fn (Quality of Care, Provider

Attitude, Accessibility of Care)

	EXHIBIT 2

	Rotated Factor Matrix

	Factor 1:  Quality of care (55.8% of variance)
	Factor Loadings

	
	

	(VAR 8)
	Specialist attitude
	.833

	(VAR 3)
	Quality care specialist
	.820

	(VAR 5)
	Quality hospital (maintenance)
	.803

	(VAR 10)
	Specialist personnel attitude
	.795

	(VAR 2)
	Quality care hospital
	.794

	(VAR 4)
	Quality PCP office (maintenance)
	.771

	(VAR 7)
	Hospital personnel attitude
	.734

	(VAR 6)
	PCP attitude
	.647

	(VAR 1)
	Quality care PCP
	.606

	(VAR 16)
	Access to specialist (appointment)
	.507

	
	
	

	Factor 2:  Provider attitude (8.7% of variance)

	

	(VAR 12)
	Wait PCP (appointment)
	.757

	(VAR 11)
	Wait PCP (call back)
	.751

	(VAR 13)
	PCP referral (emergency)
	.706

	(VAR 14)
	PCP referral (specialist)
	.684

	(VAR 9)
	PCP personnel attitude
	.661

	(VAR 15)
	Access to PCP/HMO cust. svc. (phone)
	.510

	
	
	

	Factor 3:  Accessibility to care (6.0% of variance)

	
	
	

	(VAR 20)
	Access to other benefits
	.843

	(VAR 19)
	Access to PCP (transportation)
	.747

	(VAR 22)
	Wait PCP (calls/get through)
	.715

	(VAR 21)
	Access to medical records
	.651

	(VAR 17)
	PCP referral (hospital)
	.573

	(VAR 18)
	Wait PCP (waiting-room time)
	.532


	EXHIBIT 3

	Results of Multiple Regressions

	

	Panel A:  Dependent variable of “overall satisfaction”

	

	Overall model:
	
	

	R2 = .2542
	
	

	Adj. R2 = .2119
	
	

	Prob>F = .0013
	
	

	
	
	Contribution

to the model*

	Independent variable
	T
	Significance
	

	Quality
	0.251
	0.8024
	.0009

	Attitude
	0.502
	0.6174
	.0036

	Accessibility
	3.390
	0.0013
	.1617

	
	
	
	

	*increased R2 when the variable is last to be entered into the model

	

	Panel B:  Dependent variable of “likelihood to change physician”

	

	Independent Variable
	T
	Significance
	

	Overall Satisfaction
	-0.963
	0.3400
	

	
	
	

	Panel C:  Dependent variable of “likelihood to change coverage/HMO”

	

	Independent variable
	T
	Significance
	

	Overall satisfaction
	-1.869
	0.0672
	



Customer Satisfaction Questions

Quality:

1. The care I receive by my primary care physician (family doctor) is excellent.

2. When I am referred to a hospital affiliated with my health insurance company, I receive very good care.
3. The specialists I am referred to give me good quality care.
4. The doctors’ offices seem to be very well kept, giving the impression of cleanliness.
5. The hospitals affiliated with my health insurance company seem to receive very good maintenance and be kept in very good condition.
Attitude:

6. My primary care physician (family doctor) always has a very good attitude towards the patients.

7. When I need to be treated at a hospital affiliated with my health insurance company, the personnel are always caring.

8. The specialists I have been referred to have a pleasant attitude and show interest in the patients’ complaints.

9. When at my physician’s center, the personnel treat me with respect and try to accommodate my needs.

10. At the specialists’ offices, the personnel are pleasant and polite.

Accessibility:

11. When I need to call my physician, even if he/she is busy with another patient and cannot come to the phone, I know I will be receiving a call back within a short period of time.

12. I do not have to wait too long in order to obtain an appointment with my primary care physician.

13. I have no problems having my physician authorizing emergency room treatment when I need it.

14. When I need the care of a specialist (physician), my physician promptly gives me a referral to that specialist.

15. If I have a question or a complaint, it is easy to reach somebody at the doctor’s office or the HMO customer service department.

16. When I am referred to specialists, I have no problem getting appointment with them.

17. If I need any hospital procedure (such as a surgery or any test that must be done at a hospital), I am promptly referred to a hospital so I can have that procedure done.

18. When I have an appointment with my physician, I do not have to spend much time in the waiting room.

19. My physician’s office is of easy access to me (i.e., I do not have a problem with transportation).

20. Covered benefits (e.g., prescription drugs, eye exams, dental care) are of easy access to me.

21. It is easy to obtain information about my own medical records when needed.

22. When I call my physician’s office I do not need to wait a long time on the line until someone answers my call.

· Robert W. Rutledge and Patricia Nascimento

	EXHIBIT 1

	Demographic Profile of Sample

	
	
	

	Demographic variable
	Frequency
	Percentage

	
	
	

	Age (years)
	
	

	
Under 21
	6
	5.5

	
21-30
	75
	68.2

	
31-40
	21
	19.1

	
41-50
	5
	4.5

	
51-60
	2
	1.8

	
Over 60
	1
	.9

	
	
	

	Gender
	
	

	
Male
	53
	48.2

	
Female
	57
	51.8

	
	
	

	Marital status
	
	

	
Married
	35
	31.8

	
Single
	63
	57.3

	
Divorced
	12
	10.9

	
	
	

	Education
	
	

	
Less than two years of college
	3
	2.7

	
Two years of college
	41
	37.3

	
Undergraduate college degree
	27
	24.5

	
Some graduate school or more
	39
	35.5

	
	
	

	Household income
	
	

	
$15,000 or less
	8
	7.3

	
$15,001 - $30,000
	36
	32.7

	
$30,001 - $45,000
	29
	26.4

	
Over $45,000
	35
	31.8

	
Missing data
	2
	1.8

	
	
	


OMNITEL PRONTO ITALIA

1. What was Omnitel’s competitive advantage when the service was launched in December 1995?

2. Why did the launch not perform to expectations?

3. What are the economics of LIBERO?

4. Why is the churn rate so high for many European countries?

5. Do you expect the churn rate to increase or decrease with the launch of LIBERO?

6. What do yu learn from consumer research?  What do you learn from the results of the Conjoint Analysis presented in Exhibits 5 to 8?

7. Will LIBERO lead to a price war?  If yes, what could Omnitel do to avoid one?

8. If you were Fabrizio Bona, what changes would you make to LIBERO and why?

OMNITEL PRONTO ITALIA

Background

Underlying Issues

Why this case?

Action Plan

OMNITEL VERSUS TIM

OMNITEL’S LAUNCH STRATEGY

TIM’S STRATEGY

FOCUSED ON:





TARGET MARKET:









POSITIONING:

What do we learn from conjoint analysis?

LIBERO

ECONOMICS OF LIBERO

New Revenue =

Old Revenue =

Loss of monthly fee =

Revenue shortfall incurred by implementing LIBERO





=

Overcome revenue shortfall by

Should Omnitel offer handset subsidies to increase subscriber base?

	No
	Yes

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


CHURN RATE ANALYSIS

	
	Penetration
	Churn Rate
	Subsidy
	Target Market

	U.K.
	9.3%
	28.0%
	£ 250
	High-end

	
	
	
	
	

	Norway
	25.1%
	22.0%
	Yes
	High-end

	
	
	
	
	

	Sweden
	23.4%
	20.5%
	Yes
	High-end

	
	
	
	
	

	Finland
	20.1%
	12.0%
	No
	Mass


Will Libero lead to price war?

Postscript

Exhibit 1 Potential Board Plan
	ACTION PLAN
	
	LIBERO

	· Positioning

· Message

	
	· Drop monthly fee

· Rate change (increase peak rate)

· No handset subsidies

· Advertising budget Lit. 40 billion/3months


	OMNITEL VERSUS TIM

	OMNITEL’S LAUNCH STRATEGY
	TIM’S STRATEGY

	Superior Customer Service

· Polite/Personal

· Zero Waiting Time

· One-Stop Call

Why did the strategy fail?


	Target Market:  Upper echelon

Positioning:  “You have a cell phone

                      and you are somebody”

1,500 Exclusive dealers




	ECONOMICS OF LIBERO

	New (LIBERO) Revenue = [38 minutes X Lit. 1,595]+ [155 minutes X Lit. 195] = Lit. 90,835
Old Revenue = [38 minutes X Lit. 1,524] + [150 minutes X Lit. 170] = Lit. 83,412

Loss of monthly fee = Lit. 10,000

Revenue shortfall incurred by implementing LIBERO=Lit. 90,835–Lit. 83,160–10,000 = Lit. 2,577

OVERCOME REVENUE SHORTFALL BY

· Increasing Peak Hour and/or Nonpeak low usage

· Target a new segment


	CHURN RATE ANALYSIS
	PRICE WAR ANALYSIS

	
	Pentration
	Churn

Rate
	Subsidy
	Target

Market
	Reasons a Price War may be initiated
	Reasons a Price War may not be initiated

	U.K.

Norway

Sweden

Finland


	9.3%

25.1%

23.4%

20.1%
	28.0%

22.0%

20.5%

12.0%
	£ 250

Yes

Yes

No
	High-end

High-end

High-end

Mass
	· Tim may perceive Omnitel’s elimination of monthly fees as a price cut
	· Price war is less of concern when market expands dramatically

· Targeting different segment of the market than TIM


Exhibit 2 What Happened Since 1996
Omnitel Pronto Italia

June 1996:  Launched LIBERO

--  first tariff plan with no monthly fee
January 1997:  Introduced Rechargeabe Value Card

--  prepaid card dispensed with monthly fees and monthly bills

Throughout 1997, launched other competitive products

Early 1998:  Launched PERSONAL


--  plan enabled customers to choose a segment of time that they wished to be


     charged off-peak rates

July 1998:  Introduced Internet website


--  www.omnitel.it

Throughout 1999:  experienced exceptional growth in the business sector

--  credit success to its corporate plans such as:

· Rete Aziendale Mobile (RAM)

· Dati Aziendale Mobile (DAM)

· City Aziendale Mobile (CAM)

March 2000:  Introduced 190 on LINE


-- first interactive “Web Help” line system in Italy.

Exhibit 3 Omnitel Subscriber Growth
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Answer the following questions based on the primary care physician used most frequently by your family.





Number of Subscribers (in millions)





Year
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